
MISO Summary 

Revenue Neutrality Uplift 
LG&E 
KU 
Total 

April -June 
Apr-2005 May-2005 Jun-2005 Jul-2005 Aug-2005 

395,233 732.797 1,632.1 56 2,104,768 1,608,726 
661,848 1,125,841 2,344,019 3,052.31 9 2,324.457 

1,057,082 1.858.637 3,976,175 5,157,087 3,933,183 

2,760.1 86 
4,131,708 
6.891.894 

NOTE: 
Amount represents charges per the most recent settlement statements, or estimated amounts for days with no settlement statement, 
as of each month end allocated based upon an allocation methodology. 

Revenue neutrality uplift charges for native load are allocated between companies based on the percent of load. 
Revenue neutrality uplift charges for oss are allocated between companies based on the percent of generation contributed. 



Aor-2005 Mar2005 Jun-2005 A!U'!m 
w 

e F d ! ! w € L Q ! i m w ~ w ~ w Q Q ! k ! 2 w ~ w  € L Q ! i m b m t i  
DAY 1 Schedule 7,8,14.18 - OSS 456051 (872,456,721 (554.287.581 (705.566.211 26.834.84 (1.155.171 (220.031 

Schedule 1 - OSS 456052 (23.338.501 (14876.831 (19,125.41) 725.87 (37.591 (6.72) 
Schedule 2 ~ OSS 458053 
Transmbon Elec OSS . MISO 565006 
MISO Schedule 10 ~ OSS 566102 
MIS0 FERC Fees. OSS 586104 

Submtal Day 1 OSS 

(892.079.661 239.077.69 (642.668.901 (301,723.181 (341,080.141 (359.997.021 (435,535,871 32.788.84 
(14,632.61) (14,110.411 (14.915.88) (11,782.581 (12.957.631 (11,913.361 (13272.891 . (14,495.29) 

. (43.702.40) (34.838.54) (32.507.531 (34296.231 (33,507.101 (40.016.701 (35.686.781 (41.648.141 
429.229.69 326,174.61 427,304.36 1,945 267.544.24 2,409 347.282.73 2.783 383,959.06 3.114 437.667.98 3.092 412.621.63 

Schedule 7.8.14.18 - NL 
Schedule 1 ~ NL 
Schedule 2 * NL 
MISO Schedule 10 ~ NL 
MIS0 Schedule 18 - NL 
MIS0 FERC Fees ~ NL 

Subtotal Day 1 NL 

DAY 2 Regular Sales-OSS 
Bmkered Sales-OSS 
PurchaserOSS 
Bmkwed Purch.-OSS 
Sch 17- DAlRT Admh Fee-OSS 
RSG Make Whole Pavenl-OSS 
RSG D i u l i o n  Amum ~ OSS 
R m n u e  Neutrali Uplfl. OSS 
mer-oss 

DavZOSS 

. (2,701,318.441 
- (108,080.45) 
. (298203.421 

13234 3,031.784.30 

Geneaton fuel for MISO sales 
lnlemal replacement pwch fmm LGE-fuel 

Subtotal Day2 OSS 

Purchases-NL 
Sch 16 - FTR Admln Fee-NL 
Sch 17- DAIRT Admin FeeNL 
RSG Make Whole Pavent-NL 
RSG Dsmbumn Amounl~  NL 
Revenue NevbalXv Upliil- NL 
Ofhw-NL 

Day 2 NL 
FAC Revenue (100% Of NL purchl 

SubtotalDay2 NL 

DAY 3 MIS0 Schedule 21 . NL 
MIS0 Schedule 2 2 .  NL 

Subtotal Day 3 NL 

KU Subtotal pet General Ledger 

Less Submlal Day2 OSS 

KU Total MIS0 less Day2 OSS Pmrn 

456002 
456020 
456021 
566101 
566109 7.807.19 8.118.76 6.652.98 7.395.76 5.498.84 6.467.04 7.624.16 8.380.42 I . 57.925.15 1 
566103 

447016 
447109 
555006 
447209 
557201 

557205 
557205 108.68 ~ 

5572051456025 - 

557205 

555007 
557202 
557203 
557204 
557204 
557204 

1 . 53.416 2.725.057.10 22,631 914.871.90 48.761 3.856.706.79 102.415 8.W.999.07 127,569 12.303.731.02 354.782 28,855.365.88 
43.449.36 ~ 204.916.52 . 388.818.98 1 . 1.661.866.37 

61.549.47 72.460.33 8,739.80 18.71 7.58 
404.479.89 - 310,687.12 270.660.06 287,420.52 

(436.590.821 (281.401.501 682.606.40 (17.335.771 24.093.77 I - (28.627.821/ 
- 531.795.43 - 633,529.38 - 1,584,536.35 
- 661.739.67 - 1.125.520.24 - 2.340.94926 

1.572.799.76 . 2.198.570.60 
3.041.404.17 . 2.318.875.74 I 6.501231.52 

9.486.489.08 1 
557204 

456002 
566117 

NOTE: Positive values represent Expenses and Negative values represent Revenues 
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Blake Exhibit 1 
Reference Schedule 1.45 

Sponsoring Witness: Valerie Scott 

KENTUCKY UTILITIES 

Adjustment to Annualize MISO Revenue Sufficiency Guarantee 
For the Twelve Months Ended June 30,2005 

Revenue 

1. RSG Make Whole Payments 

2. RSG Make Whole Payment monthly amount (Line 1 / 5) 

3. RSG Make Whole Payment annual amount (Line 2 x 12) 

4. RSG Make Whale Payments earned during 12 months ended June 30,2005 
(Line 1 for April-June 2005) 

April-June July-August 
2005 2005 

$9,787,489 $ 4,334,701 $ 14,122,190 

5. Annualized Revenue Adjustment (Line 3 - Line 4) 

( ..__ 
Expenses 

6. Production cost for RSG Payments 

7. RSG Distribution Amount 

8. Monthly Expense amount [(Line 6 i- Line 7) / 51 

9. Annual Expense Amount (Line 8 x 12) 

10. MISO RSG Expenses incurred during 12 months ended June 30,2005 
(Line 6 + Line 7 for April-June 2005) 

1 1. Annualized Expense Adjustment (Line 9 - Line 10) 

12. Net Adjustment (Line 5 - Line 11) 

13. Kentucky Jurisdiction 

2,824,43 8 

33,893,256 

9,787,489 

$ 24.105.767 

5,236,27 1 2,250,153 $ 7,486,424 

2,732,354 3,782,448 6,514,802 

2,800,245 

33,602,940 

7,968,625 

$ 25,634,315 

$ (1,528,548) 

86.080% 

14. Kentucky Jurisdictional adjustment $ (1,315,774) 



MISO Summary 

RSG Make Whole Paymenl 
RSG Reclassification 
LGBE 
KU 
Total 

RSG Distribution Amount 
LGBE 
KU 
Total 

Jul-2005 Aug-2005 Apr-2005 May-2005 Ju~-2005 

1.061.595 1,357.464 4,308.900 262.689 
954.529 183,445 1.359.466 4,274.369 2.787.935 

1,534,096 1,716,795 6,536,598 2,876,540 1,458,161 
1,717,542 3,076,261 10,810.967 5,664,475 2,412,690 

1,105.768 1.083.018 1,508.474 317,622 415,546 
531.883 633,717 1,566,755 1,578,225 2,204.223 
849.505 1,049,262 2,672.523 2,661,243 3,712,697 

NOTE. 
Amount represents charges per the most recent settlement statements. or estimated amounts for days with no settlement statement, 
as of each month end allocated based upon an allocation methodology. 

Revenue Sufficiency Guarantee make-whole payment IS not allocated to for native load. 
Revenue Sufficiency Guarantee make-whole payments for oss are allocated between companies based on the percent of unit ownership 
RSG Distribution charges for native load are allocated between companies based on the percent of load. 
RSG Distribution charges for oss are allocated between companies based on the percent of generation contributed. 

Determination of RSG Make Whole Payment production cost using simple ratio of OSS production expense 

LGBE Sales 
OSS Revenues ' 
RSG Make Whole Payment 

RSG Percentage 

Cost of Total Sales 
Cost Attributable to RSG 

RSG Revenues 
RSG Expenses 

Total 

Distribution Amount 
Cost of Sales 

RSG Net 

KU Sales 
Revenue from Foreign Sales ' 
RSG Make Whole Payment 

RSG Percenlage 

Cost of Total Sales 
Cost Attributable to RSG 

RSG Revenues 
RSG Expenses 

Total 

Distribution Amount 
Cost of Sales 

RSG Net 

Apr-2005 

14,425.51 9 
183.445 

14,608,964 
1.26% 

11,776,239 
147.875 

183.445 

317,622 
147.875 

(282,052) 

5,157.81 1 
1.534,096 
6.691.907 

22.92% 

4,182,007 
958.71 1 

1.534.096 

531.883 
958,711 

43,503 

May-2005 

19,501 205 
1,359.466 

20.860.672 
6.52% 

18,804,666 
1,225.479 

1.359.466 

415.546 
1,225,479 

(281.558) 

8.553.721 
1,716,795 

10,270,516 
16.72% 

6,913,024 
1,155,565 

1.716.795 

633.717 
1,155,565 

(72,4861 

jun-2005 Jul-2005 Aug-2005 

16.273.1 68 6,380.374 13.31 2,090 
4,274,369 2,787,935.16 954,529.38 

20,547,537 9.168.310 14,266,620 
20.80% 30.41 % 6.69% 

15.869.688 5,818,491 10,898.916 
3,301267 1,769,309 729.208 

4,274,369 2.787.935.16 954,529.38 

1.105.768 1,083,018.34 1,508,473.78 
3,301,267 1,769,309.29 729,208.15 

(132,6661 (64.392) (1,283,1531 

7,692.007 7,192.285 10.018.698 
6,536,598 2.876.540 1.458.161 

14,228.605 10.068,825 11.476.859 
45.94% 28.57% 12.71% 

6,795,836 4,430,050 7.749.109 
3,121,996 1,265,611 984.542 

6,536,598 2,876,539.91 1,458,160.94 

1,566.755 1,578.224.78 2.204.223.08 
3,121,996 1.265.61 1.17 984.541.91 

1.847.847 32.704 (I, 730.604 I 

Apnl -June 

5.817.281 
9.787.489 

15,604,770 

1,838.937 
2,732.354 
4,571,291 

Apnl -June 

50.199.892 
5,817,281 

56,017,173 

46,450.593 4.674.621 

5,817,280.90 

1.838.937 
4,674,621 

(696.276) 

21.403.540 
9,787.489 

31,191.029 

17,890.867 
5,236,271 

9.787.488.96 

2.732.354.1 1 
5,236,270.87 

1.81 8.864 

Equal to the summation of the External and Intercompany OSS Revenues from the OSS Margn Detail sheet 
Cost of Total Sales is equal to the summation of the Purchase Power, Generation for I/C Sales, and OSS Generation Expense from the OSS Margin Detail sheet 



LLL99S 
ZOO9SP 

EOl99S 
601995 
LO1995 
tZ09St 
OZ09S9 
Z009SP 
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ZOL99S 
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IS0959 
LSO9SP 
I w-3 



Production Expenses 

OSS Margin Detail 
July 2004 through June 2005 
aooos 

LGBE 
External OSS Revenues 
Intercompany OSS Revenues 
Transmission Revenues 
MIS0 Day 2 Revenues 

Subtotal 

Purchased Power 
Generation for VC Sales 
OSS Generation Expense 
Transmission Expense 

Subtotal 

LG&E OSS Margin 

KU 
External OSS Revenues 
Intercompany OSS Revenues 
Transmission Revenues 

Apr-05 May-05 Jun-05 Ju1-05 Aug-05 

8,663 1 1,873 8.705 4,122 8,487 
5,762 7,628 7.568 2.259 4.825 

(5) 1 0 2 1 
1,213 2,550 8,929 3.037 995 
15,633 22,052 25.203 9,419 14.308 

5,099 8.383 5.752 2.449 4,521 
5,763 7,646 7.556 2,316 4,648 
915 2.776 2.562 1.054 !,730 
(213) 29 18 18 (597) 

11,563 18.833 15.887 5.836 10,302 

4,070 3,219 9.315 3.583 4,006 

330 654 1,794 4,340 5,265 
4.828 7,900 5,898 2,852 4,754 
(29) 1 0 4 2 

MISO Day 2 Revenues 36 78 2.910 2.597 1,557 
Subtotal 5.165 8.633 10,603 9.793 11.578 

Purchased Power 
Generation for IIC Sales 
OSS Generation &Dense 

15 15 19 106 1,528 
3,929 6.383 6.349 2.119 3,367 
238 516 428 2.205 2.854 

Transmission Expense (18) (5) 15 7 (144) 
Subtotal 4.164 6,908 6,811 4.437 7,605 

KU OSS Margin 1,001 1,725 3,792 5,355 3,973 

Totals 

41.851 
28,04 1 

(1) 
16,724 
86.615 

26,203 
27.928 
9.037 
(746) 

62,422 

12,383 
26.232 

(21) 
7.177 
45,771 

1,683 
22,146 
6.241 
(145) 

29.925 
9 
f 
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Blake Exhibit 1 
Reference Schedule 1.50 

Sponsoring Witness: Valerie Scott 

KENTUCKY UTILITIES 

Adjustment for Reclassification of MIS0 Revenue Sufficiency Guarantee 
For the Twelve Months Ended June 30,2005 

(1) (2) (3) 
RSG based an 

Generating Unit RSG based on Adjustment 
Ownership Off-System Sales (Cal 1 - Col2) 

1. April 2005 

2. May 2005 

3. June 2005 

4. Total 

5 .  Kentucky Jurisdiction 

6. Kentucky Jurisdictional Adjustment 

$ 1,534,096 $ 472,501 $ 1,061,595 

1,7 16,795 359,330 1,357,465 

6,536,598 2,227,698 4,308,900 

$ 9,787,489 $ 3,059,529 $ 6,727,960 

86.080% 

$ 5.791.428 



w LGE LG€ 
03  EI M BI pd B I  

- t  s $ s $ 

TOTIL m a  w 

714.WQ.W $ 4,070.6O1.36 S 381)02.71 S 2191,026.32 t 399,407.18 $ 1bw.m.W 

714,0E9.90 $ 4.079.081.36 $ 11.ZU271 $ 2.181.m.92 $ 333.407.18 $ l,W.(t55.03 

4.832.978.67 S 2,S31,7Ll3.02 $ 2,,501,les.B5 

mN mN. w w LGE LGE 
pc, EI pd EI pd El I 

- l l .muaJ 
I 1X?&WM.So $14~1,707.21) $ (n1.Ml.M $ 8225,816.12 t 632.m.54 $8.OZS.O@l.l6 
S 15,478@5.67 

S 15.514.74252 t 4,340,4!51.87 t l l , l @ 8 ~ . ~  

s 1.~701;187.~ S ~ . * O * O K  s 8,578,m.W 42- 

June 514 
s 5 5 .  

ToWJunclladon X d a m n h p  

JunbodudhGL 
V IL IP .  

.- 

JurY 514 
s55 ! 

w . a 7 . 4 a  

1 509.73L1.49 $10,172.025.@3 
i s 

lO.Wl.7o3.as 
I 0.57 

t 240.448.01 s (279.133.43) s (1,sse.as) 

t 2R).77Q.l5 S 8.034.7sO.81 S 218.fB.34 f 4 , 1 3 7 ~ . 1 2  
t s s - t  

$4548348.11 t 
'-m7i%nr 

I 509.736.48 $10.172.025.93 $ 2SO.77D.15 $ 8,034,780.81 
I 

(22242.W) d&k f 4SM032.96 $ 

$ 218,959.94 $4,137.230.12 

(16,44425 

3 173254.63 t 1.4m.m.w t (1,309.271.22) S 52,412.41 

P s 878,551.43 

t 2,455,077.28 t X3,OlO.M I C2,402.M4.8~ S lS.304.36 
S 2,419,059.24 $ (2.419.059.24~ 
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Blake Exhibit 1 
Reference Schedule 1.51 

Sponsoring Witness: Kent Blake 

KENTUCKY UTILITIES 

Adjustment for EKPC Transmission Refund (FERC Order ER02-2560-002) 
For the Twelve Months Ended June 30,2005 

1. EKPC Refind - Revenue $ (987,749) 

2. EKPC Refimd included in 12 months ended June 30, 2005 164,909 

3. Adjustment 

4. Kentucky Jurisdiction 

5 .  Kentucky Jurisdictional adjustment 

$ 822,840 

8 6.0 80% 

$ 708,301 



Charaes 
Network Charge on Peak Demand (ex. Virginia facilities) 
Additional Network Charge if peak was below 80 MW 
Network Charge for Virginia Facilities 
Schedule 1 Charge on Peak Demand 
Additional Schedule 1 Charge if peak was below 80 MW 
Schedule 2 Charge on Peak Demand 
Additional Schedule 2 Charge if peak was below 80 MW 
Schedule 10 
Off-Peak Charge for over 120 MW 

Invoiced Amount 
Difference 
EKPC Credits 

Net Overpayment wlo interest 
Cumulative Overpayment 
FERC Interest Rate 
Interest 
Net Overpayment with interest 

Demands and Enercrv of EKPC 
Peak Hour Transmission Demand (kW) 
Additional OR-Peak Hour Transmission Demand (kW) 
Energy 
Days in Month 

Rates Charged to EKPC 
Peak Hour Transmission Rate ($/kw-mo) 
Off-Peak Transmission Charge ($/kw-mo) 
Virginia Facilities adjustment ($/kw-mo) 
Schedule 1 Rate ($/kw-mo) 
Schedule 2 Rate ($kw-mo) 
Schedule 10 Demand Rate ($/kw-mo) 
Schedule 10 Energy Rate ($/mwh) 

TOTAL December November October September August July 
Credits 2004 2004 2004 2004 2004 2004 

(no Interest) 
93,650.46 74,616.26 72.425.10 94,492.61 83,794.16 

I 67.632.36 0.00 0.00 0.00 0.00 0.00 
1 96,918.40 4,804.00 3,827.60 3,715.20 4,847.20 4,298.40 
I 6.193.82 4.934.94 4,790.03 6.249.52 5,541.95 
1 4,524.92 0.00 0.00 0.00 0.00 0.00 
1 12.970.80 10.334.52 10,031.04 13,087.44 11,605.68 
I 8.159.40 0.00 0.00 0.00 0.00 0.00 

12,025.01 10,048.93 9.230.51 12,375.28 11.097.90 
I 275.587.98 13,573.49 14,673.31 11.203.08 9,884.67 14,010.69 

143.217.58 118,435.56 11 1.394.97 140,936.72 130.348.77 
143.217.58 118,435.56 111,394.97 140.936.72 130,348.77 

0.00 0.00 0.00 0.00 0.00 
452.823.07 18.377.49 18,500.91 14.918.28 14,731.87 18.309.09 

452.823.07 fi  18,377.49 18,500.91 14.918.28 14,731.87 18.309.09 84, $37 B 
415,944.66 401,026.38 401,026.38 386,294.51 367,985.42 351.712.51 332,148.90 

0.36% 0.35% 0.36% 0.33% 0.34% 0.34% 
17.430.39 

470,253.46 
1443.69 1403.59 1390.66 1214.35 1195.82 1129.31 

120.1 00 95,690 92,880 121,180 107,460 
19,870 21,480 16.400 14.470 20,510 

59,829.977 53,444.855 47,252.886 62,010.617 58,235.755 
30 31 30 31 31 

0.8197707 0.8197707 0.8197707 0.8197707 0.8197707 
0.6831 14924 0.6831 14924 0.6831 14924 0.6831 14924 0.6831 14924 

0.04 0.04 0.04 0.04 0.04 
0.0515722 0.0515722 0.0515722 0.0515722 0,0515722 

0.108 0.108 0.108 0.108 0.108 
0.08244 0.085188 0.078624 0.0812448 0.0809472 
0.0355 0.0355 0.0408 0.0408 0.0412 



1 . 5 '  

Charaes 
Baseline Transmission 
Baseline Credits (ex Virginia portion) 
Baseline Credits - Virginia Facilities 
Baseline Credit correction for wrong rate 
Baseline Schedule 1 
Baseline Schedule 2 
Baseline Schedule 10 
Excess Transmission (ex. Virginia portion) 
Excess Transmission - Virginia Facilities 
Excess Schedule 1 
Excess Schedule 2 
Excess Schedule 10 
Untelemetered Transmission (ex. Virginia Portion) 
Untelemetered Transmission - Virginia Portion 
Untelemetered Ancillary Charges 

TOTAL December 
Credits 2004 

(no Interest) 

1 (15.891.40) 
I (2,092.54) 
1 163.865.46 
1 306,542.66 
1 245,815.11 

1 71.322.16 

1 11 3.32 

Invoiced Amount 
Difference (Schedule I 0  Energy for Untelemetered) 
EKPC Credits 769,674.78 
KU Credits ( I  63,906.48) 
Net Overpayment wlo interest 534.925.65 
Cumulative Overpayment 477,889.50 
FERC Interest Rate 0.36% 
Interest 19.132.88 1720.4 
Net Overpayment with interest 554,058.53 

Demands and Enerav of EKPC 
Baseline (kW) 
Coincident Peak(kW) 
Baseline Demands(kW) 
Excess Demands(kW) 
Untelemetered Demand(kW) 
Net Baseline Load Reduction(kw1 
Load Factor 
Days in Month 

Rates Charaed to EKPC 
Baseioad Transmission Charge ($/kw-mo) 
Excess Transmission Charge ($lkw-mo) 
Virginia Facilities adjustment ($/kw-mo) 
Schedule 1 Rate ($lkw-rno) 
Schedule 2 Rate ($/kw-mo) 
Schedule 10 Demand Rate ($lkw-mo) 
Schedule 10 Energy Rate ($/mwh) 
Credits Transrnisssion Charge (Slkw-mo) 
Untelemetered Ancillary Charges (S) 

November October September August July 
2004 2004 2004 2004 2004 

99,330.00 93.170.00 105.490.00 109,340.00 
(23.856.30) (7,920.13) (13.637,41) (!1.397,13) 
(1,223.76) (406.28) (699.56) (584.64) 

(716.38) (237.83) (409.52) (342.24) 
4,431.19 5.420.70 6,037.25 6,380.10 
9,279.58 11.351.77 12,642.91 13,360.90 
9,023.14 10,445.85 11,954.94 12.776.32 

23,136.58 56,050.70 63,746.25 74,460.30 
1,186.84 2.875.24 3,270.00 3.019.60 
1,530.20 3,707.06 4,216.03 4,924.63 
3,204.47 7.763.15 8,829.00 10,312.92 
3,115.91 7,143.61 8,348.56 9.861.70 
(445.25) 616.80 (150.50) (18.71) 

234.87 428.61 439.49 532.63 
128,208.24 190,440.88 21 0,069.73 233,425.42 
129.437.83 190.424.47 210,981.09 234.193.30 

1,229.59 (16.42) 91 1.36 767.89 
21,957.77 29,401.09 32,788.30 35,409.07 

(22.84) 31.64 (7.72) (0.96) 

6,330.76 8,772.55 12,087.70 12,374.16 
15.627.01 20.708.54 20.700.60 23.034.92 %0,672 6 

454,854.58 4541854.58 431i769.61 416i576.21 394.61 1.68 - ' 
0.35% 0.36% 0.33% 0.34% 0.34% 

1591.99 1637,48 1424.84 1416.36 1341.68 

129.000 
115,593 

85.922 
29,671 

30.594 
0.751 

31 

-571 

0.77 
0.8197707 

0.04 
0.051 5722 

0.108 
0.085188 

0.0355 
0.8431 863 

$234.87 

121,000 
176,990 
105,109 
71.881 

791 
10.157 
0.707 

30 

0.77 
0.8197707 

0.04 
0.051 5722 

0.108 
0.078624 

0.0408 
0.8431 863 

$428.61 

137,000 
198.814 
117,064 
81,750 

-193 
17.489 
0.688 

31 

0.77 
0.8197707 

0.04 
0.0515722 

0.108 
0.0812448 

0.0408 
0.8431863 

$439.49 

142,000 
219,202 
123.712 
95,490 

-24 
14,616 
0.728 

31 

0.77 
0.8197707 

0.04 
0.0515722 

0.108 
0.0809472 

0.0412 
0.8431863 

$532.63 
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UNITED STATES OF AMERICA 109 FERC 161,330 
FEDERAL ENERGY REGULATORY COMMISSION 

Before Co&ssioners: Pat Wood, III, Chairman; 
Nora Mead Brownell, Joseph T. Kelliher, 
and Suedeen G. Kelly. 

]Louisville Gas & Electric Company and 
Kentucky Utilities Company 

Docket No. ERO2-2560-002 

V. 

East Kentucky Power Cooperative, Inc. 

ORDER AFFIRMING IN PART AND REVERSING IN PART INITIAL DECISION 
AND ESTABLISHING FURTHER HEARING PROCEDURES 

(Issued December 22,2004) 

1. In this order, the Commission a f fms  in part and reverses in part an Initial 
Decision' resolving a proposal to modify the rates under an Interconnection Agreement 
and a Transmission Agreement (together, the Agreements) between Louisville Gas & 
Electric Company (Louisville Gas), Kentucky Utilities Company (Kentucky Utilities) and 
East Kentucky Power Cooperative, Inc. (East Kentucky). "his order benefits customers 
because it assures that the rates, terms and conditions of the Agreements are just and 
reasonable. 

I. Background 

2. Kentucky Utilities and East Kentucky are parties to the Interconnection 
Agreement, which allows each to use the other's transmission system to avoid costly 
duplication of facilities. In May 1995, Kentucky Utilities and East Kentucky amended 
the Interconnection Agreement. The 1995 Amendment fixed the charges for service for 
so-called base load amounts for an initial ten-year period? In February 1995, Kentucky 

' Louisville Gas & Electric Company, Kentucky Utilities Company, 106 E R C  

The 1995 Amendment was accepted by letter order. See Kentucb Utilities 

7 63,039 (204) (Initial Decision). 

Company, 72 FTRC 1[ 6 1,097 ( 1995). 
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Vtilities and East Kentucky entered into the Transmission Agreement for transmission 
service to the Gallatin Steel Company (Gallatin). The Transmission Agreement was also 
designed to avoid the cost of duplicate facilities. 

i 

3. 
Louisville Gas. Louisville GasKentucky Utilities are transmission owning members of 
the Midwest Independent Transmission System Operator (Midwest ISO), but the 
Agreements are “grandfathered agreements” under the Midwest IS0 Open Access 
Transmission Tariff (OATT), i.e., transmission service continues to be provided under 
the Agreements. 

After the Agreements were initially negotiated, Kentucky Utilities merged with 

4. 
proposal to restructure the Agreements to: (1) increase the rates paid by f i s t  Kentucky 
to the same rate Lauisville GasKentucky Utilities established pursuant to Attachment 0 
of the Midwest I S 0  OATT as their zonal rate under the Midwest I S 0  OATT; 
(2) eliminate the reciprocal provision of ancillary services and add charges for ancillary 
services equal to the rates that Louisville GasKentucky Utilities charge for ancillary 
services for their pricing zone under the Midwest IS0 OATT, and pass through the costs 
that Louisville GasKentucky Utilities incur under Schedule 10 of the Midwest IS0 
OAT” (the Midwest IS0 administrative cost adder); and (3) allow the automatic pass- 
through under the Agreements of charges under any future schedules that are added to the 
Midwest I S 0  OATT. 

In September 2002, Louisville GasXentucky Utilities filed with the Commission a 

5. 
transmission services provided to [East Kentucky] under the Agreements so that the 
charges reflect the corresponding charges that [East Kentucky] would pay if it were a 
transmission customer of the Midwest IS0.’’3 In amending the Agreements, Louisville 
GasKentucky Utilities sought to ‘‘elknkate the under-recovery of their transmission 
revenue requirement, including the Midwest IS0 charges that they are assessed for 
service provided under the Agreements.& 

Louisville GasKentucky Utilities essentially sought to “adjust the rates for certain 

6. 
proposed rate changes and set the proposed rates for hearing? 

The Commission accepted and suspended Lauisville GasKentucky Utilities’ 

! 

___ 

Louisville Gas & Electric Company, Kentucky Utilities Company, 101 FERC 

Id. 
Id. 

7 61,182 (2002). 
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11. Initial Decision 
( -  

7. The Initial Decision addressed eight issues: (1) whether Louisville GasKentucky 
Utilities may charge for ancillary services; (2) whether Louisville GasKentucky Utilities 
may add the Schedule 10 adder to the rates in the Agreements; (3) whether Louisville 
GasKentucky Utilities may include in the rates under the Agreements the 50 basis point 
return on equity incentive adder approved for use under the Midwest IS0 OATT; 
(4) whether East Kentucky should be charged the Midwest IS0 Regional Through and 
Out Rate (Through & Out Rate) when it takes service under the Midwest IS0 OATT to 
the border of the Louisville GasKentucky IJtilities system to import power to serve the 
load served under the Agreements; (5 )  whether Louisville GasKentucky IJtilities may 
include the cost of certain facilities in Virginia in the transmission rate; (6) whether 
Louisville GasKentucky Utilities may automatically pass through under the Agreements 
charges under any future schedules that are added to the Midwest IS0 OATT without 
making a new filing under section 205 of the Federal Power Act (ETA); (7) whether 
Louisville GasKentucky Utilities' rates under Schedule 9 of the Midwest IS0 OATT are 
just and reasonable for network service provided under the terms of the Agreements; and 
(8) what rates Louisville GasKentucky Utilities should pay to East Kentucky under the 
Interconnection Agreement for service provided by East Kentucky. 

8. 
charge for ancillary services under the Agreements, other than Load Following and Load 
Regulation Service on loads that are not dynamically scheduled; (2) Louisville 
GasKentucky Utilities may pass through the Midwest I S 0  Schedule 10 adder only for 
loads in excess of the base load amounts in the Agreements; (3) Louisville GasKentucky 
Utilities may include the 50 basis point adder in rates for loads in excess of the base load 
mounts in the Agreements; (4) East Kentucky should be charged the Through & Out 
Rate only to import power to serve the base load amounts under the Agreements, not to 
serve any loads for which the Midwest IS0 OATT rate has been adopted for service 
under the Agreements; (5) Louisville GasKentucky Utilities must eliminate the cost of 
the Virginia facilities from the transmission rates it charges under the Agreements; 
(6) Louisville GasKentucky Utilities may not automatically pass through under the 
Agreements charges under any future schedules that are added to the Midwest IS0  
OATT but instead must make a new filing under section 205 of the FPA; (7) Louisville 
GasKentucky Utilities may charge the Midwest IS0 Schedule 9 rates for network service 
only for loads in excess of the base load amounts in the Agreements; and (8) Louisville 
GasXentucky Utilities should be charged the rates in East Kentucky's OAT" for service 
they take from East Kentucky in excess of the base load amounts in the Agreements. 

The Presiding Judge found that: (1) Louisville GasKentucky Utilities may not 
i 
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111. Discussion 

9. 
further discussion, the Presiding Judge’s findings in the Initial Decision, except for 
findings (1)’ (4)’ and (8) above, which we will discuss more fully below. 

After reviewing the record, the Initial Decision, and the briefs, we affirm, without 

A. Ancillarv Services 

1. The Presidinv Judge’s Findings 

10. The Presiding Judge agreed with East Kentucky’s argument that there should be 
no separate charges for most ancillary services because the Interconnection Agreement 
fixed the charges for ”area load service” for base load amounts and uarea load service” 
includes more than just basic transmission service. He further found that this broad 
phrase was intended to continue the parties’ long-standing practice of reciprocally 
providing each other with ancillary services at no charge, except for Load Following and 
Load Regulation Service for the 2 M W  of untelemetered load specifically addressed in 
the Interconnection Agreement. 

1 1. The Presiding Judge was also persuaded by Trial Staff‘s argument that the charge 
for base load service in the Interconnection Agreement already covers most ancillary 
services. The parties entered into the Interconnection Agreement in 1995, before Order 
No. 888 was issued, and at the time, charges for ancillary services were generally not 
unbundled from the charge for basic transmission service. Therefore, he found that the 
charge for base load amounts spelled out in section 8.03 of the Interconnection 
Agreement was intended to cover all ancillary services except for Load Following and 
Load Regulation Service for the 2 M W  of load that is not dynamically scheduled. 

12. The Presiding Judge also found that Louisville GasKentuclq Utilities’ proposal to 
charge for particular ancillary services is contrary to the long-standing arrangement for 
reciprocal provision of ancillary services contained in the original Agreements. He found 
that because of dynamic scheduling, all but 2 MW of East Kentucky’s load is 
dynamically scheduled back into its own control area, where East Kentucky performs 
”the bulk, if not all, af the ancillary services covered by Schedules 1,3,5, and 6 on that 
load.”6 Because each party is providing the bulk of these ancillary services for its own 
load served on the other’s system due to dynamic scheduling, he found that there is no 
justification to add charges for these ancillary services. 

i Id. at P46. 
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13. The Presiding Judge found that Schedule 2 service, Reactive Supply and Voltage 
Control from Generation Sources, cannot be self-provided through dynamic scheduling 
since, in this case, only Louisville GasKentucky IJtilities have generation close enough 
to East Kentucky’s load to perform this service. However, he found that Schedule 2 
service had not been treated separately from other ancillary services in the Agreements, 
but was provided on a reciprocal basis by the parties. The Presiding Judge found that 
which party ends up with most of the costs under the reciprocal arrangements cannot be 
determined on the record and that Louisville GasKentucky Utilities cannot justify its 
proposal to charge for Schedule 2 service absent a demonstration that they incur 
substantially more costs than East Kentucky on the ancillary services overall because of 
the costs of that service.’ 

2. Louisville GasMentuckv Utilities’ Brief on Exceptions 

14. 
issue. They argue that the fixed rate for service for base load amounts is only for 
”transmission service” and that the Interconnection Agreement does not restrict 
Louisville GasKentucky Utilities’ right to propose changes to the compensation 
provisions for ancillary services for base load amounts. 

Louisville GasKentucky Utilities claim that the Presiding Judge erred on this 

15. Finally, Louisville GasKentucky Utilities argue that the Presiding Judge erred in 
deciding that they failed to justify charging b s t  Kentucky for ancillary services for load 
in excess of base load amounts because of the reciprocal provision of ancillary services 
and because the use of dynamic scheduling between Louisville GasKentucky Utilities 
and East Kentucky. Louisville GasKentucky Utilities argue that the reciprocal provision 
of ancillary services under the Interconnection Agreement does not restrict their right to 
propose changes to the rates, terms and conditions of service above the base load 
amounts. They further argue that while they do nut seek to modify the reciprocal 
provision of ancillary services under the Interconnection Agreement, the reciprocal 
provision of those services is separate from the compensation for those services. 

16. With respect to the Presiding Judge’s finding that East Kentucky can self-provide 
Schedule 1 service, Louisville GasKentucky Utilities cite to Order Nos. 888 and 888-A, 
where the Commission found that transmission providers that operate control areas are 
uniquely positioned to provide Schedule 1 service and required that, even in the case of 
dynamic scheduling, transmission providers provide Schedule 1 service and transmission 
customers must take Schedule 1 service from their transmission providers8 Therefore, 
Louisville GasXentucky Utilities argue that the Presiding Judge’s reasoning failed to 
follow Commission precedent with regard to Schedule 1 service. 

’ Id. at P 50. 
Louisville GasKentucky Utilities Briefs on Exceptions at 34-35. 
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3. East Kentuekv, Gallatin and Trial Staff's Briefs Opposing 
Exceptions 

17. 
the parties agreed to provide ancillary services on a reciprocal basis, that this intention 
was memorialized in the Interconnection Agreement, and that Louisville GasKentucky 
Utilities' proposal to seek compensation for ancillary services is inconsistent with the 
reciprocal provisions in the Interconnection Agreement. East Kentucky argues that 
Louisville GasKentucky Utilities have provided no evidentiary support for their 
argument that the ancillary services were not intended to be part of the transmission 
service. 

East Kentucky opposes Louisville GasKentucky Utilities' arguments, stating that 

18. Finally, East Kentucky opposes Louisville GasKentucky Utilities' argument that 
the Presiding Judge failed to adhere to Order No. 888. East Kentucky argues that under 
Order No. 888 and later orders, the ancillary services prescribed by Order No. 888 are not 
required to be imported into grandfathered agreements, especially when those agreements 
do not provide compensation for such services. In addition, East Kentucky argues that 
the Midwest IS0 OATT itself recognizes that the ancillary service provisions of the 
Midwest I S 0  OATT are not required to be included in grandfathered agreements. 

19. Gallatin largely adopts the arguments that East Kentucky makes on this issue. 

20. Commission Trial Staff echos East Kentucky's arguments on the ancillary services 
issue but adds that while f i s t  Kentucky is the control area for the dynamically scheduled 
load under both the Interconnection Agreement and the Transmission Agreement, 
Louisville GasKentucky Utilities does not provide East Kentucky with Schedule 1 
service on dynamically scheduled loads. Therefore, Trial Staff argues, Louisville 
GasKentucky Utilities may not charge East Kentucky for Schedule 1 service on 
dynamically scheduled loads. 

4. Commission Determination 

21. The Commission agrees with the Presiding Judge that Louisville GasKentucky 
Utilities cannot charge for ancillary services for base load amounts of transmission 
service (except for Load Following and Load Regulation Service for which separately 
stated rates already exist for load that is not dynamically scheduled). 

22. The Interconnection Agreement in section 15.02(c) states that: 

[tlhe charges for area load service for base load amounts as defined in 
section 8.03 . . . , are fixed for the initial ten year term of this Agreement. It 
is the intent of the Parties to this Agreement to eliminate during the ten year 
initial term, solely with respect to said charges for area load service for base 
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load amounts, [Kentucky Utilities’] right to make changes in said rates by 
making unilateral filings with the FEIRC pursuant to Section 205 of the 
P A ]  and [East Kentucky’s] right to seek modification of such rates 
pursuant to section 206 of the [ P A ]  . . . . As to all other rates, terms and 
conditions of service, or other provisions of this Agreement including rates 
for increases in service above base load amounts, which are subject to 
[Kentucky Utilities’] right of unilateral filing under section 205 of the 
P A ] ,  [East Kentucky] shall have the right to request modifications under 
section 206 of the [F’PA] on the basis that they are unjust, unreasonable, 
unduly discriminatory, or preferential under the [ P A )  or otherwise 
unlawful? 

23. 
Interconnection Agreement prevents Louisville GasKentucky Utilities from charging 
East Kentucky for ancillary services associated with transmission up to the base load 
amounts. 

The Commission agrees with the Presiding Judge’s finding that the 

24. The Commission is not persuaded by Louisville GasKentucky Utilities’ argument 
that section 15.02(c) only applies to “transmission charges” and that that does not include 
ancillary services. To the contrary, the Commission is persuaded by the arguments that 
the Interconnection Agreement was executed before the issuance of Order No. 888 and 
that, before Order No. 888, costs associated with ancillary services were generally 
reflected in the basic “transmission charge.” Contrary to this prevailing practice, the 
parties clearly specified a separate charge for Load Following and Load Regulation 
Service for load that is not dynamically scheduled. Because Load Following and Load 
Regulation Service for a portion of its load that is not dynamically scheduled is self- 
provided by East Kentucky, it makes sense that the charge for this service was separately 
stated and only applied to the portion of East Kentucky’s base load for which Louisville 
GasKentucky Utilities provide this service. In contrast, Schedule 1 and Schedule 2 
service cannot be self-provided and must be provided by Louisville GasKentucky 
Utilities for all load for which they provide transmission service to East Kentucky. Thus, 
there was no reason to deviate from the prevailing practice of including ancillary service 
costs in the basic transmission charge and separately state a rate for those services. 

( 

25. The Commission disagrees, however, with the Presiding Judge’s finding that, 
under the terms of the Agreements, Louisville GasXentucky Utilities cannot charge 
East Kentucky a separate rate for ancillary services above base load amounts. 
Section 15.02(c) of the Interconnection Agreement provides that “[tlhe charges for area 
base load amounts ... are fixed for the initial ten year term of this Agreement” and “[i]t is 

Redlined Copy of the Interconnection Agreement and Supplement No. 9 (entered 
i into on June 26, 1998), LG&EKU Exhibit NO. 2. 
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the intent of the Parties to this Agreement to eliminate during the ten year initial term, 
solely with respect to said charges for area load service for base load amounts 
[Louisville GasKentucky Utilities I j r  right to make changes in said rates . . . As to all other 
rates, terms and conditions of service, or other provisions of this Agreement including 
rates for increases in sewice above base load amounts, which are subject to Louisville 
GasKentucky IJtilities’ right of unilateral filing under section 205 of the [€?PA]. . . 
This language provides huisville GasKentucky Utilities the right to unilaterally f ie 
wder  section 205 to modify the rates, terms and conditions of service above base load 
amounts; Louisville GasKentucky Utilities may charge East Kentucky a separate rate for 
ancillary services above the base load amounts. The fact that the contract may have 
historically provided for ancillary services for service above base load amounts on a 
“return in kind” or exchange basis does not dictate that that practice must continue. 
Under huisviIle GasKentucky Utilities’ proposal, each party will charge the other for 
all of the ancillary services that it provides the other. If one party incurs substantially 
more costs for the ancillary services that it provides the other, it will receive 
compensation for the difference. There is no need for huisville GasKentucky Utilities 
to show which party incurs more costs in order to find the proposal just and reasonable, 
as the Presiding Judge suggests. 

”10 

26. 
Commission affirms the Presiding Judge’s findings with respect to prohibiting huisville 
GasKentucky Utilities from charging East Kentucky a separate rate for ancillary services 
up to the base load amounts, but rejects the Presiding Judge’s findings regarding 
Louisville GasKentucky Utilities’ right to charge East Kentucky for ancillary services 
above the base load amounts. 

In sum, after review of the record, the Initial Decision, and the parties’ briefs, the 

t 

27. 
Kentucky should not be charged for Schedule 1 service because it self-provides that 
service for its dynamically scheduled load. In Order No. 888, the Commission required 
that the transmission provider that operates a control area offer, and that the transmission 
customer must take and pay for, Schedule 1 service.” In Order No. 888-A, the 
Commission clarified that these requirements do not change when transmission service is 
taken for load that is dynamically scheduled and that, when load is dynamically 
scheduled from one control area to another, both control areas must provide Schedule 1 
service.12 
system to the FAst Kentucky control area, East Kentucky will be able to match its 
generation with its load on a moment to moment basis, thus enabling it to self-provide 

The Commission also disagrees with the Presiding Judge’s finding that East 

By dynamically scheduling its load on the huisville GasKentucky Utilities 

lo Redlined Copy of the Interconnection Agreement and Supplement No. 9 (entered 
into on June 26, 1998) section IS.O2(c), LG&E/KU Exhibit No. 2 (emphasis added). 

Order No. 888 at 31,715-16 
l 2  Order No. 888-A at 30,235-36. 
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load regulation, imbalance and reserve services, i.e., Schedules 3,4,5 and 6. However, 
Louisville GasKentucky Utilities must monitor their transmission system, dispatch their 
transmission system, and direct the redispatch of generation resources, when necessary, 
to ensure that thermal and stability limits are not exceeded on the transmission system. 
This service, which Schedule 1 service includes, is necessary to support the transmission 
service that Louisville GasKentucky Utilities provide, and it cannot be self-pmvided by 
East Kentucky through dynamic scheduling. 

(- 

28. 
inconsistent with Order No. 888 and the Midwest IS0 OAT" to include charges for 
ancillary services in the Agreements is misplaced. Zn Order No. 888, the Commission did 
not generically abrogate existing transmission contracts and thus did not apply the 
requirements of that rule to existing transmission contracts .I3 However, parties to those 
contracts are free to seek modification to the contracts an a case by case basis consistent 
with their rights under those contracts and the WA. This is what Louisville 
GasKentucky Utilities have done. Likewise, the provisions for grandfathered 
agreements in the Midwest IS0 OATT simply provided that service would continue to be 
provided under these agreements and that they were not modified by the Midwest IS0 
OAT". However, parties to those contracts were free to seek modification to those 
contracts on a case by case basis consistent with their rights under those contracts and the 
FPA, as Louisville GasKentucky Utilities have done. 

Further, East Kentucky and Gallath and Trial Staff's argument that it is 

B, Regional Through and Out Rates 

1. The Presiding. Judge's Findings 

29. 
Midwest IS0 transmission owners other than Louisville GasKentucky Utilities to serve 
loads under the Agreements, it currently pays the Through & Out Rate in addition to the 
charges under the Agreements, and, thus, is subjected to rate pancaking. The Presiding 
Judge found that it would be unfair, discriminatory, and duplicative for Louisville 
GasKentucky Utilities to adopt the Midwest IS0 OATT rate for service under the 
Agreements and deny East Kentucky the elimination of rate pancaking for use of the 
Midwest IS0 transmission system. If East Kentucky is paying the higher Midwest IS0 
rate, which presumes a single transmission rate in place of multiple pancaked rates, the 
Presiding Judge reasoned, it should be entitled to the benefits of the elimination of 
pancaked rates that it would enjoy as a network customer under the Midwest IS0 QATT. 
Therefore, he found that for transmission service for load served under the Agreements 
on which the higher Midwest IS0 rates are paid, East Kentucky may not also be charged 
the Midwest IS0 Through & Out Rates. 

The Presiding Judge explained that when East Kentucky imports energy from 

( l 3  Order No. 888 at 31,665. 
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2. Louisville Gas/Kentuckv Utilities’ Brief on Exceptions 

30. 
that because of the manner in which I-ouisville GasKentucky Utilities proposed to 
support the proposed rates, which was to use the formula rate under the Midwest IS0 
OATT, h s t  Kentucky should be able to import energy from the Midwest IS0 footprint 
without paying the Midwest IS0 Through & Out Rates. Louisville GasKentucky 
Utilities argue that the central issue here is whether the rates accurately reflect the cost of 
providing service under the Agreements and that there is no record evidence that the 
proposed rates fail to reflect Louisville GasKentucky Utilities’ cost of providing service 
under the Agreements. While elimination of rate pancahing can lead to lower revenue 
from off-system sales, which, in turn, leads to fewer revenue credits in the transmission 
cost-of-service, that reduction in revenue credits would be recognized in any transmission 
cost-of-service performed. Moreover, Louisville GasKentucky Utilities maintain that, if 
East Kentucky wants to avoid paying Midwest IS0 Through & Out Rate charges, 
huisville GasXentucky Utilities are willing to serve East Kentucky’s contract loads as 
network customers under the Midwest IS0 OATT. 

Louisville GasKentucky Utilities take exception to the Presiding Judge’s holding 

3. East Kentucky’s Brief Opposinp Exceptions 

31. 
not have to pay the Midwest IS0 Through & Out Rates for loads on the Louisville 
GasKentucky 1Jtilities transmission system if the Midwest IS0  OATT rate for the 
Louisville GasKentucky Utilities zone is adopted for the transmission service provided 
under the Agreements. According to East Kentucky, it pays the Through & Out Rate to 
move power originating in the Midwest IS0 to serve East Kentucky loads in the 
Louisville GasKentucky Utilities transmission system and, under Louisville 
GasKentucky Utilities’ proposal, also pays the Midwest IS0 zonal rate for such 
transactions. Therefore, East Kentucky asserts that it is paying two separate, pancaked 
rates to serve its load located on the Louisville GasKentucky Utilities system with 
resources from the Midwest IS0 system, whereas other customers taking service under 
the Midwest IS0 OATT would only pay the Midwest IS0 zonal rate for use of the entire 
Midwest IS0 system. 

East Kentucky states that the Initial Decision. correctly determined that it should 

4. Commission Determination 

32. We disagree with the Presiding Judge’s fiiding that merely because the proposed 
service under the Agreements is at the same rate as the Midwest IS0 OATT rate for load 
in the Louisville GasKentucky 1Jtilities’ zone, East Kentucky is entitled to service over 
the entire Midwest IS0 system. The issue in this proceeding is the just and reasonable 
rate for service under the Agreements. While the Presiding Judge is correct that the rate 
Louisville GasKentucky Utilities proposes to charge here (again, a rate which matches 
the Midwest IS0 OATT rate for load in the buisville GasKentucky Utilities zone) is 
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higher than the rate Lauisville GasKentucky Utilities would charge if Louisville 
GasKentucky Utilities did not participate in the Midwest ISO, the appropriate solution is 
not to expand the scope of service under the Agreements to include access to the entire 
Midwest I S 0  system. Rather, the appropriate solution is to adjust the proposed rate, to 
reflect an allocation of costs to the Agreements assuming that Louisville GasKentucky 
Utilities did not provide access to its system under the Midwest IS0 OATT. However, 
such an adjustment cannot be made based on the record in this proceeding; indeed, no 
party even suggested that the proposed rate be adjusted to reflect the nature of the service. 
Therefore, we will remand the issue to the Presiding Judge and direct the Presiding Judge 
to conduct further proceedings to address the issue of what adjustment to the proposed 
rate is ne~essary.’~ 

C. East Kentuckv’s Rates to Louisville GasKentucky Utilities 

1. The PresidinP JudPe’s Findings 

33. 
service to Louisville GasKentucky Utilities unless East Kentucky made a section 205 
filing or by offering evidence during the hearing that would satisfy the requirements of 
section 205 of the P A .  Since East Kentucky did not offer any evidence to support a 
section 205 filing, the Presiding Judge found that East Kentucky must continue charging 
Louisville GasKentucky “Jtilities the rates in the East Kentucky OAT” for service above 
base load amounts. 

The Presiding Judge found that ]East Kentucky could not change its rates for 

2. East Kentucky’s Brief on Exceptions 

34. 
charge itself the rates provided under East Kentucky’s OATT for service it takes from 
East Kentucky in excess of the base load amounts provided under the Agreements, the 
Presiding Judge restructured the stated rate design of the Interconnection Agreement. 
Thus, the Presiding Judge’s findings allow Louisville GasKentucky Utilities to alter the 
amount that East Kentucky charges Louisville GasKentucky Utilities for load served on 
East Kentucky’s system. 

East Kentucky argues that, by ordering Louisville GasXentucky Utilities to 

l4 We encourage the parties to make every effort to settle this issue, rather than 
proceed to additional fonnal hearing procedures. We note that this issue could be 
resolved prospectively if f i s t  Kentucky accepted huisville GasKentucky Utilities’ 
offer to allow Fdst Kentucky to serve its contract loads under the Midwest IS0 OATT 
rather than under the Agreements, in which case the rate adjustment would only be at 
issue for a limited, ‘locked-in’ period. (\ 
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35. 
present adequate evidence to support a change in the rate that it charges Louisville 
GasXentucky Utilities. Furthermore, in proposing the new rate for charges to huisville 
GasKentucky Utilities, East Kentucky is just honoring the historic structure of the 
Agreements. 

East Kentucky also argues that the Presiding Judge erred in stating that it did not 

3. Commission Determination 

36. The Commission disagrees with the Presiding Judge’s finding on this issue. East 
Kentucky is a generation and transmission cooperative that holds RUS debt and, as such, 
is not a public utility subject to the Commission’s jurisdiction under section 205 of the 
FPA.15 Thus, the C o d s s i o n  finds that the Presiding Judge erred in finding that East 
Kentucky can only change the rates it charges for the service it provides under the 
Interconnection Agreement through a section 205 filing. The Commission has no power 
to entertain an East Kentucky section 205 filing regarding the rates it charges for the 
service it provides under the Interconnection Agreement. 

The Commission orders: 

(A) The Initial Decision is hereby affirmed in part and reversed in part, as 
discussed in the body of this order. 

(B) The proceeding is hereby remanded to the Presiding Judge who presided in 
the earlier hearing and the Presiding Judge shall conduct a further hearing to address the 
issue of what adjustment to the proposed rates is necessary. 

By the Commission. 

( S E A L )  

Magalie R. Salas , 
Secretary. 

i 

‘5 Midwest Independent Transmission System Operator, Inc.; Public Utilities with 
Grandfathered Agreements in the MIS0 Region, 108 FERC 163,013 at P. 58 (2004). 
This fmding was originally made by an Administrative Law Judge and later accepted by 
the Commission in Midwest Independent Transmission System Operator, Inc.; Public 
Utilities with Grandfathered Agreements in the MIS0 Region, 108 FERC 7 61,236 
(2004). 
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KENTUCKY UTILITIES 

Adjustment for VDT Net Savings to shareholder 
For the Twelve Months Ended June 30,2005 

1. Adjustment to reflect VDT Net Shareholder Savings 

2. Adjustment fa remove VDT Net Shareholder Savings 

$ 4,680,000 

$ (4,680,000) 

2004 Shareholder's portion of VDT Savings 
July - December 2004 (50%) 
2005 Shareholder's portion of VDT Savings 
January - June 2005 (50%) 

$ 4,320,000 
2,160,000 $ 2,160,000 
5,040,000 
2,520,000 2,520,000 

$ 4.680.000 



Year 

VDT Settlement Surcredit 
zdwz- ax73 2zw - -6 

2 3 4 5 6 Total -/ 
1 

LGE Electric Est Savings 12.7 26.7 35.5 38 40.6 10.5 164 
costs 10 23.9 23.9 23.9 23.9 6.1 111.7 
Net 2.7 2.8 11.6 14.1 16.7 4.4 52.3 
Sharing 40% 40% 40% 40% 40% 40% 40% 
Net Savings to cust. $1,080,000 $1,120,000 $4,640,000 $5,640,000 $6,680,000 $1,760,000 $20,920,000 
Forecast Revenues $38,269,000 $562,672,000 $604,931,000 $628,473,000 $6U,l 37,000 $142,560,000 
Factor 2.82% 0.20% 0.77% 0.90% 1.04% 1.23% 

LGE Gas Est Savings 3.3 6.9 9.2 9.9 10.6 2.7 42.6 
costs 3 6.1 6.1 6.1 6.1 1.6 29 
Net 0.3 0.8 3.1 3.8 4.5 1.1 13.6 
Sharing 40% 40% 40% 40% 40% 40% 40% 
Net Savings to cust. $1 20,000 $320,000 $1,240,000 $1,520,000 $1,800,000 $440,000 $5,440,000 
Forecast Revenues $44,151,000 $262,359,000 $229,902,000 $ 2 3 5 ~  79,000 $251,654,000 $1 13,733,000 
Factor 0.27% 0.12% 0.54% 0.65% 0.72% 0.39% 

KU Electric Est Savings 6.2 13.1 17.4 18.7 19.9 5.1 80.4 
costs 5 11.5 11.5 11.5 11.5 3 54 
Net 1.2 1.6 5.9 7.2 8.4 2.1 26.4 
Sharing 40% 40% 40% 40% 40% 40% 40% 
Net Savings to cust. $480,000 $640,000 $2,360,000 $2,880,000 $3,360,000 $840,000 $10,560,000 
Forecast Revenues $56,225,000 $657,955,000 $724,479,000 $757,809,000 $745,078,000 $1 91,180,000 
Factor 0.85% 0.10% 0.33% 0.38% 0.45% 0.44% 0) 

z 
E 
i: 

2 rc 

s 
fD 
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KENTUCKY UTILITIES 

Adjustment to Remove VDT Surcredit and Cost Amortization 
For the Twelve Months Ended June 30,2005 

1. Actual VDT surcredit refunded 

2. VDT revenue adjustment 

3. VDT cost amortization 

4. VDT cost adjustment 

5. Total adjustment 

$ (3,227,105) 

$ 3,227,105 

$ 11,753,520 

$ (1 1,753,520) 

$ 14,980,625 

i 
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Source: Revenue Volume Analysis 

VDT Revenue LGE Electric LGE Gas KU (Only) 

YTD June 2005 Billed Revenue + $ (3,032,348.15) $ (1,231,701.25) $ (1,738,111.79) 

YTD June 2005 Accruals + $  - $ $ - 
YTD Dec 2004 Billed Revenue + $ (5,637,918.42) $ (1,444,740.87) $ (2,871,243.69) 

YTD Dec 2004 Accruals + $  $ - $ - 
M D  June 2004 Billed Revenue - $ (2,556,331.29) $ (1,009,302.24) $ (1,382,250.46) 

YTD June 2004 Accruals - $  $ $ - - - 
July 2004 thru June 2005 = $ (6,113,935.28) $ (1,667,139.88) $ (3,227,105.02) 

Gas Transoort 

YTD June 2005 Billed Revenue 4. $ (14,352.23) 

YTD Dec 2004 Billed Revenue + $ (24,548.69) 

YTD June 2004 Billed Revenue - $ (14,212.46) 

July 2004 thru June 2005 = $ (6,113,935.28) [ATI $ (1,691,828.34) [BD] $ (3,227,105.02) 



KENTUCKY 21 I 1-1 rfES COMPANY 
ANALYSIS OF CUSTOMER ACCOUNTS. CUSTOMER SERVICE AND INFORMATIONAL, SALES AND ADMINISTRATIVE AND GENERAL EXPENSES 

JUNE 30,2005 

YEAR TO DATE YEAR ENDED CURRENT MONTH CURRENT MONTH 

LAST YEAR THIS YEAR LAST YEAR THIS YEAR THIS YEAR LAST YEAR 

Customer Accounts Expenses 
Supervision ............................................... 

Customer Service ....................................... 
Customer Billing and Accounting ................ 

Miscellaneous Expenses ............................. 
Provision for Uncollectible Accounts ........... 

Meter Reading ........................................... 

Collecting ................................................. 

445.85 1.90 
4,106.730.20 
1.169.322.87 

403,521.45 
378,253.84 
223.962.72 
584,654.27 

I .452,525.09 
8,328,099.09 
2,825.01 7.79 
4,228,656.63 

897.209.62 
292,023.33 

1.122.769.72 

19,146,301.27 

876,755.52 
8,339.221.89 
2,3 16.14 1.44 
1,982.48 I .03 

734,605.64 
472.795.57 

1.13 1,160.16 

15,853,161.25 

936,180.26 
4,202,14 1.44 
1,414,258.05 
1,577.743.51 

495.921.42 
75.820.29 

460,732.18 

151.835.47 
713,598.86 
239,664.93 
265,914.44 
107,719.59 

12.55 I .  I 1  
136,669.59 

72.760.65 
677,320.64 
194.558.90 
74.727.52 
61,550.90 
33,379. I3 

241,858.37 

1.356.156.1 1 Total ....................................................... 9.1 62.797. I5 7.3 12,297.25 1.627,953.99 

Customer Service and Information Expenses 
Supervision ............................................... 
Customer Assistance Expenses .................... 
Informational and lnsmtctional Adv ............ 
Miscellaneous Expenses ............................. 

94.642.18 
2,028,562.92 

115,271.38 
126.792.33 

2.365.268.8 I - 

122.4 10.24 
1.917.278.5 1 

26,563.53 
233,472.20 

2.299.724.48 

21 2.563. I0 
4.438.621. I4 

184,490.94 
350,154.13 

5,185.829.31 

16.995.92 
326,680.13 

10.971.74 
55.3 14.28 

409,962.07 

20,830.86 
334.862.77 

4,461.37 
40,391.40 

400,546.40 

235.3 I I .07 
3,783.885.54 

233,497.79 
460,306.95 

4,7 13,001.35 Total ....................................................... 

Sales Expenses 
Demonstrating & Selling Expenses .............. 
Advertising Expenses ................................. 

33,294.57 216,490.48 397.745.63 
795.00 

233,659.07 
75.00 

233.734.07 Total ....................................................... 398,540.63 216,490.48 33.294.57 

Administrative and General Expenses 
General Office Salaries .............................. 
Office Supplies and Expenses ..................... 
Administrative Expenses Trans. - Cr. ......... 
Outside Services Employed ......................... 
Property Insurance ..... 
Injuries and Damages ................................. 
Group Life lnsurance . 
Hospitalization Expenses ............................ 
Dental Expenses ......................................... 
Thrift Savings Expenses .............................. 
Other Employee Welfare Expenses ............... 

Franchise Requirements .............................. 
Reg. Commission Expenses. 
General Advertising Expenses ..................... 
Miscellaneous Expenses ............................. 

Rents ............. 

Maintenance of General Plant ..................... 

6.884.01 1.75 
4,503.316.67 

3,364.464.31 
2,079,970.68 

904,335.00 
221.008.49 

3,142,943.66 
269.253.57 
853,654.54 

4,182,938.90 
2.776.143.23 

1.37 1.63 

(63 1.144.77) 

14.1 67.758.5 1 
5,246,295.03 

(2.0 10,192.90) 
7,377.826.63 
4,392,134.27 
I ,17 1.5 14.0 1 

487,720.81 
5,672.875.50 

394,856.50 
I ,48 1,794.37 
7,888.359.83 
3.537.490.89 

2.657.66 
(1 19,726.00) 
179.269.25 

1.820.381.56 

9.226.444.00 
5.683.900.87 

(1.177.466.46) 
13.330.8 12.45 
5.589,679.67 
1,758,379.71 

366.4 18.07 
5.259,429.87 

551,932.72 
389.685.43 

8.932.754.06 
5,134.038.65 

2,616.64 
120,579.00 
341.774.1 1 
75 1,491.21 

9.I80.906.8 I 
5.1 36,938.92 
(645.4 17.43) 

3,214.841.01 
2.438.73 1.40 

8 13,553.22 
190.002.48 

3.0l0,62l .I 9 
279.473.81 

(545,865.19) 
4,515.300.96 
2,199,001.72 

1.308.90 
120,579.00 
404.25 1.44 
725.162.90 

5.876.760.00 
499,849.24 

(1,308.90) 
59,256.27 

37,473,947.75 
0 

1,463.1 19.82 
1.174.780.22 
(157,695.91) 
941.424.51 
345.645.96 
139.44 1.63 
35.882.13 

5 12.486.89 
44.196.76 

139.090.58 
674,829.53 
601,367.62 

236.45 

55.493.57 

979,460.00 
98,619.63 

373,640.86 
(236.45) 

1.71 1,896.61 
747,481.77 

(2 16.267.43) 
797,505.79 
405.3 10.78 
130,668.14 
29,782.81 

474.769.22 
43.499.55 

107.672.88 
698,684.18 
156703.49 

209.95 
20,579.00 
63.22 I .92 
8,285.50 

979.460.00 
83.423.74 

30,387.42 

6,273.065.37 

(209.95) 

13,855.00 
1.078.464.84 

2% 
:g 
g$ 

F Z ?  

11,753,520~00 / Il,753,520~00 
503.468.99 

(2.657.66) (2.6 16.64) 
2,314,759. I0 

1,12!,783.94 

5,610,185.18 

m m  

70,! 73,847.38 70,83 I ,60 I .45 0 2  

F a -  n ooc 

5,876,760.00 
585,570.48 

2,235,680.08 

38,341,226.43 

(1,371.63) 

Total ....................................................... 7.42 1.783.80 

17 
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IU3NTUCKY UTILITIES 

Calculation of Composite Federal and Kentucky 
Income Tax Rate 

(Based on Law in Effect June 30,2005) 

1. Assume pre-tax income of 

2. State income tax at 7.00% 

3. Taxable income for Federal income tax 

4. Federal income tax at 35% (Line 3 x 35%) 

5. Total State and Federal income taxes (Line 2 + Line 4) 

$100.0000 

7.0000 

93.0000 

32.5500 

$ 39.5500 

6. Therefore, the composite rate is: 
7. Federal 32.5 500% 
8. State 7.0000% 
9. Total 39.5500% 
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KENTUCKY UTILITIES 

Calculation of Current Tax Adjustment Resulting 
From "Interest Synchronization" 

1. Adjusted Jurisdictional Capitalization - Exhibit 2 

2. Weighted Cost of Debt - Exhibit 2 

3. Ynterest Synchronization" 

$ 1,368,045,946 

1.65% 

22,572,758 

4. Kentucky Jurisdictional Interest per books (excluding other interest) 22,601,598 

5. "Interest Synchronization" adjustment $ 28,840 

6. Composite Federal and State tax rate 3 9.5 5 00% 

7. Current tax adjustment from Ynterest Synchronization" $ 1 1,406 



KENTUCKY UTILITIES COMPANY 
ANALYSIS OF INTEREST CHARGES 

JUNE 30,2005 

Interest On Long-Term Debt 
First Mortgage Bonds 

Series P 7.92% ............................................ 

Series R 7.55% ...... 
Series S 5.99% ........................................... 

Series 9 (5 314%) 
Series 10 (VARIABLE%) .. 
Senes 11 (VARIABLE%) .. 
Series 12 (VARIABLE%) ................................ 
Series 13 (VARIABLE%) 
Series 14 (VARIABLE%) 
Senes 15 (VARIABLE%) ................................ 
Series 16 (VARIABLE%) ................................ 

Interest Rate Swaps 
Marked to Market ...................................... 

Fidelia.. ....................................................... 

....... 

Loan Agreement - Poll. Control Bonds 

Total ............................................................. 

Amortization of Debt Expense - Net 
Amortization of Debt Expense ............................ 
Amort. of Loss on Reacquired Debt ..................... 

Total .................................................... 

Other Interest Charges 
Customers' Deposits .......................................... 
Deferred Compensation ...................................... 
Interest on Debt to Associated Companies ......... 
Interest Costs from A/R Securitization .............. 
Federai RAR Interest Reserve ............................ 
AFUDC Borrowed Funds ............................. 
Other Interest Expense.. ............................... 

Total Interest ................................................. 

CURRENT MONTH 

THIS YEAR LAST YEAR 

349,800.00 349,800.00 

125,833.38 314,583.33 
i79.700.00 179,700.00 

107.896.44 
30,100.00 
49,371.86 

5,663.37 
5.661.37 

17,455.89 
227.733.33 
112,070.83 

(2,001,532.52) 
(209,727.00) 

1,153,683.33 

239,583.33 
51,432.79 
12,362.50 
21,581.91 

2.474.75 
3.8 17.70 
7,630.49 

90,026.67 

(473.1 66.68) 
492,782.00 

1.153.683.34 

153,708.28 2,446,292.13 

20.095.63 2 1,126.70 
1.954,123.00 60,384.00 

1,974,218.63 81,510.70 

71,311.14 58,525.44 
5.63 1.01 

160.129.38 33,000.25 

(785.57) (27,041.79) 
32,600.00 162,830.17 

263,254.95 232,945.08 

2,391,181.86 2.760.747.91 
16 

YEAR TO DATE 

THIS YEAR LAST YEAR 

2.098.800.00 2,098,800.00 

1,698,749.98 1,887,499.99 
1,078,200.00 1,078,200.00 

62 1,754.38 
149.675.83 
236,064.62 
27.069.05 
27,067.08 
83,462.88 

1,109.733.34 
562,487.50 

(3,740,191.77) 
(500,154.00) 

6,922,099.98 

1.437.499.99 
300,629.49 
67.047.76 

118,278.10 
13,562.7I 
37,081.57 
41,8 18.34 

492,240.01 

(2.684,058.68) 
(2.087.1 86.00) 
6,864,326.93 

10,374.81 8.87 9,665,740.2 1 

127,678.54 127,145.77 
2.279.597.74 383,524.19 

2,407,276.28 510.669.96 

423,723.02 356.587.54 
11,730.56 

31 1,718.77 2 18,999.03 
(63,097.07) 

(3,324.01) (187.207.99) 
757.600.47 976,981.02 

1.489.718.25 1,313,993.09 

14,271,8 13.40 1 i ,490,403.26 

YEAR ENDED C'JRRENT MONTH 

THIS YEAR LAST YEAR 

4,197,600.00 4,197,600.00 
1,136,437.5 1 

3,586.249.96 3,775,000.03 
2,156.400.00 2,156,400.00 

2,875.000.03 1,134,027.73 
1,037,367.34 593,708.96 

247,814.36 128,713.34 
231.534.50 399,847.66 
26.549.60 45,849.70 

45.843.47 76,042.21 
141,369.93 81,861.22 

1,925,120.02 1,036,013.34 
736,480.60 

(6.3 10.242.67) (6,773.5 19.92) 
(877.367.00) (3 14,149.00) 

13.8 16.61 1.91 10.834.705.28 

22.282,973.01 20,061,897.10 

255.633.49 259.1 51.91 
2,655,388.74 756,345.19 

2.91 1,022.23 1,015,497.10 

809.23 1.95 
12,001.98 

491.72 1 . O I v  
9.597.45v 

(42,372.98) 
1,808,798.85 

3,088,978.26 

28,282,973.50 

708,719.44 
24,415.25 

702,376.92 
3 14,299.22 

(598,602.09) 
1,913,090.52 

3,064,299.26 

24,141,693.46 

P 
1 
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KENTUCKY UTILITIES 

Adjustment for Prior Period Income Tax True-Ups and Adjustments 
For the Twelve Months Ended June 30,2005 

1. 2003 Income Tax True-up: 
2. Federal Tax (benefit) 
3. State Tax (benefit) 

$ (415,283) 
(832,660) 

4. Total 2003 Income Tax True-up 

5. 2004-2005 Other Tax adjustments: 
6. Misc. Operating Tax Adjustments - 2004 
7. Kentucky Coal Credit - 2004 

( 

8. Total 2004 8z 2005 Other Tax adjustments: 

9. Total adjustments (Line 4 + Line 8) 

10. Kentucky Jurisdiction 

1 1. Kentucky Jurisdiction amount before KY Tax Changes 

12. Kentucky Tax Rate Decrease -KY Jurisdiction 

13. Kentucky Jurisdiction amount (Line 11 t Line 12) 

$ (1,247,943) 

$ (252,686) 
(6 1,032) 

$ (313.718) 

$ (1,561,661) 

88.846% 
~ 

$ (1,387,473) 

$ 185,000 

$ (1,202,473) 

14. Kentucky Jurisdiction adjustment 

- 

$ 1,202,473 



-. 

TAX RELATED ADJUSTMENTS FOR 12ME 630-2005 

First Quarter 2005: 

k n d  Quarter 2005: 
KY Coal Credit (Is1 and 2nd qtr 2005 
KY Tax Rale Decrease (KY Juns Only) 
Sales Tax (error in June) 

Third Quarter 2004: 
2002 Tax Relurn True-Ups - Federal 
2002 Tax Return TrueUps - Slale 

Fwrvl  Quarter 2004: 
VA Utility 8 Consumption B Sales 
Misc. O w .  Taxes (Reserve Adj) 
school Tax (Reserve Adj) 
Sales Tax (Reserve Adj) 

PRE-TAX AMOUNTS 
LGBE Electric LGBE Gas KU Total 

280,110 102,339 382.449 
190,000 (151,000) (285.000) (246.000) 
131.029 32,757 165,999 329.785 
601,139 (1 18,243) (16.662) 466.234 

21.541 (24.737) 415,283 412,087 
339.793 87.732 832.660 1.260.185 
361.334 62.995 1,247,943 1.672,272 

6.337 

(59.863) (59.863) 
156.092 156,092 
41.965 48.302 ~... 

(79.649) (22.465) 161,476 59.362 
(7’3.312) (22.465) 299,670 203,893 

T O M  12ME 61M105 889,161 (77,713) 1,530,951 2,342,399 

Note: Positive Adjustments reduce p r o - f o m  Income: NegaUva Adjustments Increase p r o 4 o m  Income. 
No adlusbnenb were nude for the nunufacturlnp deduction. 

I 2003 Tax Return True-Up 1 
Fed 2003 Trueup (Remrded 900104) LGBE Electric LGBE Gas KU Total 

Currenl Tax Expense ATL 1,714,455 (2,569,307) 8,696,501 7.841.650 
Deferred Tax Expense ATL (1.735.997) 2.594.044 (9,111,784) (8,253.737) 

Net (21.541) 24.737 (415,283) (412.087) 

Current Tax Expense BTL 
Deferred Tax Expense BTL 

Net 

(46,517) (12,077) 1 1.050 (47.544) 
18.228 4.557 (29,702) (6,917) 

(28.289) (7,520) (1 8.652) (54,4611 

Slate 2003 True-up (Recorded 9/30/04) 
Current Tax Expense ATL (778,504) (335.216) 864,703 (249.017) 

Net (339.793) (87.732) (832.660) (1.260,lffi) 
Deferred Tax Expense ATL 438.71 1 247.484 (1.697.363) (1.01 1.168~ 

Current Tax Expense BTL 
Deferred Tax Expense BTL 

Net 

(11,951) (3.103) 2,840 (12.214) 
4.683 1.171 (7,630) (1.776) 
(7,268) (1,932) (4.790) (13.990) 

mER-TAX AMOUNTS 
KU Total Jax f7& LGBE Electric LGBE Gas 

61,032 zze,om 60% 167,051 
65% 123.000 (98,000) (185,000) (160.000) 
60% 78.142 19,535 98,998 196.676 

(24,970) 264,759 368,193 (78,465) 

21.541 (24.737) 415.283 412.087 
339,793 87,732 832,660 1,260,185 
361,334 62,995 1.247,943 1,672,272 

(35,701) (35.7011 60% 
60% 93.089 93,089 

60% (47,501) (13.398) 96.300 35,402 
(43,721) (13.398) 153,689 96,570 

60% 3.779 3,779 

685,806 (28,867) 1,176,682 2,033,600 
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KENTUCKY UTILITIES 

Adjustment for Tax Deduction for Manufacturing Activities (TDMA) 
For the Twelve Months Ended June 30,2005 

1. TDMA Annual Amount for 2005 

2. TDMA included in 12 months ended June 30,2005 

3. TDMA Adjustment Amount (Line 1 - Line 2) 

4. Kentucky Jurisdiction 

5. Kentucky Jurisdictional amount 

6. Kentucky Jurisdictional adjustment 

7. Composite Federal and State tax rate 

8. Kentucky Jurisdictional TDMA Income Tax Adjustment 

$ 2,000,000 

1,000,000 

$ 1,000,000 

86.080% 

$ 860,800 

$ (860.800) 

39.5 500% 

$ (340,446) 



Kentucky UtMIe¶ 
!ncome Taxa  Year to Dale 
junc 2005 (Year To Dale) 

Effeclive Tax Rate 

Tax 

AmortlzaUon of ITC 
Cushion Adjuahnml 
D e f d  Tax Adluslmenb (203(e)) 
Deferred Tax Adjustments - Ad1 lo Actual 
Deferred Tax AdJuahnenb - Tax Rate Change 
R b 9  oedn 
Reserve 

Adjusted Federal Tax 

STATE 

Pretax Bmk lnmme 

Permanent DlHer~cea 

Erempt Interest 
Nonlaxabk DNidends 
Nwtdeductlble M e a l s  
V a w  pwmanent differences 
Life INurinat 
A N D C  
Preferred & v m  paid 
Expenses aucdated w/ laa exempt !ncome 
Equity n subadlay 

Total Pennanenl &fftre~es 

Taxable Incane 
Apporimmenl Fada 

Taxable I k o m  
ESOP D~Mend.l 
Manulacluring Deducha, 

Taxable I w m  

E H W e  Tax Rate 

Tax ( K M I W )  

Deferred Tax AdluslmMls (203(e)) stale 
Deferred Tax Adjuslmenb - A% to Actd  
Deferred Tax A d p l m M b  - fax Rate C h a w  
Reserve 

Adpsled State Tax 

Total Taxes per Calculatia, 

Total Taxes per Acufile 

Difference 

Preparea by S Bloat 717i05 
Revlewed b y  

ERecbvo 
E R W e  Tax Rate 

Year2005 Tax Rate WIO ITC 

87.8w.491 

-- - (1,281,260L 

86.528.231 

(6.050.0231 

80.478.208 

0 . 3 W  

28.167.373 32.Q77800 

(868.702) (0 987700) 

(l.ooO,wO) (1 138800) 

(121 632) (0 138500) 

29 832800 wlo ITC 30 800480 28.198.039 

87.808.491 

88.518 
177.904 

487.148 

(1,114,162) 

-~ 
(380.5921 

87.428.699 
l.ooo(x1 

87.428.898 

(1,000.OW1 

86.426.898 

' oc7oow 

6.050.023 6 889900 

(52 .W)  (0 0592W) 

347,403 0 395600 -- 
6.345.426 7 2263w 7 226350 

32.541.465 37 059100 wto ITC 38 OZMi40 

32.541.456 37 059200 wlo ITC 38.026830 

( 1 )  (0.000100~ 0 ooOoI0 
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Blake Exhibit 1 
Reference Schedule 1.74 

Sponsoring Witness: Valerie Scott 

KENTUCKY UTILITIES 

Calculation of Revenue Gross Up Factor 
JBased on Law in Effect June 30,2005) 

1. Assume pre-tax income of 

2. Bad Debt at .16% 

3. PSC Assessment at .167% 

4. Taxable income for State income tax 

5. State income tax at 7.00% 

6.  Taxable income for Federal income tax 

7. Federal income tax at 35% 

8. Total Bad Debt, PSC Assessment, State and Federal income taxes 
(Line 2 + Line 3 + Line 5 + Line 7) 

9. Assume pre-tax income of 

10. Gross Up Revenue Factor 

$ 100.000000 

0.160000 

0.167000 

99.673000 

6.9771 10 

92.695890 

32.443 563 

39.747673 

$ 100.000000 

60.252327 

NOTE: Bad debt percent is percent of net charge-offs to revenue for the 12 months ended 
June 30,2005. 
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Source: Notices 103500798 and 103500801 PSC Notice of Tax Due 

Tax Due LGE Electric KU (Only) 

Period 7/1/05-6/30/06 $ 1,657,399.03 $ 1,406,346.83 

Gross Intrastate Receipts $ 992,454,510.00 $ 842,123,849.00 

Percentage 0.167% L- , 0.1 67% 





KENTUCKY UTILITIES COMPANY 

CASE NO. 2005-00351 

Response to the First Set of Data Requests of KIUC Dated October 21,2005 

Question No. 11 

Responding Witness: Kent W. Blake 

Q-11. Please refer to Blake Exhibit 1. Please explain why there are no adjustments to 
remove FAC revenues and expenses from operating income in the same manner 
that ECR revenues and expenses and DSM revenues and expenses were removed 
on lines 4 and 5 through adjustments 1.1 1 and 1.12, respectively. 

A-1 1. The Company did remove FAC revenues and expenses from operating income 
through the adjustment included as Reference Schedule 1.15 of Blake Exhibit 1. 





KENTUCKY UTILITIES COMPANY 

CASE NO. 2005-00351 

Response to the First Set of Data Requests of KIUC Dated October 21,2005 

Question No. 12 

Responding Witnesses: Kent W. Blake / Valerie L. Scott 

4-12. Refer to Blake Exhibit 1 Schedules 1.11 and 1.13. Please provide the general 
ledger revenue amounts by account for the ECR revenues and reconcile the 
revenues on each of these schedules to the general ledger amounts. 

A-12. Please see the attached. 



Expense Month 

Jul-04 
Aug-04 
Sep-04 
Oct-04 
NOV-04 
Dee-04 
Jan-05 
Feb-05 
Mar-05 
Apr-05 
May-05 
Jun-05 

Jurisdictional % 

Total 

Adjustment 

Blake Exhibit 1 
Reference Schedule 1.11 

Sponsoring Witness: Kent Blake 

KENTUCKY U T I L l T I E  

Adjustment to Eliminate Environmental Surcharge Revenues and Expenses 
For the Twelve Months Ended June 30.2005 

Revenues 
All Plans 

$ 1,576,134 
1,282,367 
1,115,530 
1,099,282 
1,676,595 
1,958,572 
2,279,163 
4,3 12,170 
1,381,557 
1,226,103 
1,665,912 
2,204,030 

-~~ 

$ 21,777,415 

$ (21,777,415) 

Page 2 

Page 2 
Page 2 
Page 2 
Page 2 
Page 2 
Page 2 
Page 2 
Page 2 
Page 2 
Page 2 
Page 2 

Page 2 

Expenses 
Post '94 Plan 

$ 458,578 
417,126 
436,502 
412,893 
258,327 

4,627,568 
727,540 
683,523 
765,330 
67 1,457 

(337,492) 
1,206,567 

10,327,919 

Net of Roll-In 
Expenses 

Post '94 Plan Net ~~- - 
$ 452,381 

410,929 
430,305 
406,696 
252,130 

4,62 1,37 1 
72 1,343 
677,326 
759,l 33 
665,260 

(343,689) 
1,200,370 

10,253,555 

86.763% 

$ 8,896,292 $ 12,881,123 

$ (8,896,292) $ (12,881,123) 
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Blake Exhibit 1 
Reference Schedule 1.13 

Sponsoring Witness: Valerie Scott 

KENTUCKY UTILITIES 

To Eliminate ECR and FAC Accruals 
For the Twelve Months Ended June 30,2005 

1. ECR Accrued Revenue in Account 449 

2. FAC Accrued Revenue in Account 449 

3. ECR Accrued Revenue in Accounts 440-445 

4. FAC Accrued Revenue in Accounts 440-445 

5. Total Accrued Revenues 

6. Less ODP FAC Revenue included in Line 2 

7. Kentucky Jurisdictional Accrued Revenues 

8. Adjustment 

$ 2,494,082 Page4 

(488,683) Page 4 

(773,713) Page 5 

20,75 1,078 Page 6 

$ 21,982,764 

(545,672) Page 4 

$ 22,528,436 

$ (22,528,436) 
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Accrued ECR Revenues 

- KU 
Account Jul-2004 Aug-2004 Sep2004 Oct-2004 NOV-2004 Dec-2004  an-2005 Feb-2005 Mar-2005 Apr-2005 Map2005 Jun-2005 Total 
4401 11  Residential (93,781 .OO) (93.781.00) 
44221 1 Commercial (51.434.00) (51,434.00) 
44231 1 Industrial (46.450.00) (46,450.00) 
442611 Mine Power (5,920.00) (5.920.00) 
444111 Street Lighting (1.873.00) (1,873.00) 
4451 11 Public Aulhority (14.458.00) (14,458.00) 

4401 11 Residential (228.218.00) (221.324.00) (328.663.00) 534.137.74 (16,875.89) (260.943.15) 
44221 1 Commercial (126.932.00) (129,547.00) (201.988.00) 493.524.51 (80.242.68) (45.185.17) 
442311 In d u s t ri a I (1 15,402.00) (130.358.00) (206,256.00) 390,630.73 (138,715.50) (200,100.77) 
44261 1 Mine Power (15,119.00) (15.675.00) (24,639.00) 46.421.23 (18,787.38) (27,799.15) 
444111 Street Lighting (4.716.00) (4,291.00) (7.008.00) 30.760.15 (479.50) 14,265.65 
4451 11 Public Authority (35,848.00) (33.099.00) (54,559.00) 1 16.245.26 (29.527.09) (36.787.83) 
445311 Municipal Pumping (2,164.00) (2.221 .OO) (3,494.00) 7,406.23 (1.894.18) (2.366.95) 

(214,796.00) (528.399.00) (536.515.00) (826.607.00) 1,619,125.85 (286,522.22) (773,713,374 

44531 1 Municipal Pumping (880.00) (880.00) 



Accrued FAC Revenues 

KU 
Tolal 

- 
Account Jul-2004 Aug-2004 Sep-2004 OCt-2004 Nov-2004 Dec-2004 Jan-2005 Feb-2005 Mar-2005 Apr-2005 Map2005 Jun-2005 
449105 - 3.500,OOO.OO 3.200.000.00 355,812.02 7,055.812.02 

1.181.0w.00 442204 Commercial 
442304 lnduslnal - 1.433,OOO.OO 1,433,000.00 
442604 Mine Power 160.000.00 160,000.00 

445104 Public Authority 386.000.00 386,000.00 

440104 Residential (136,343.12) (357.930.00) 621.174.00 456.061.00 1,795,736.00 2.378.697.88 
442204 Commercial (75,603.20) (198,474.00) 463.493.00 391,558.00 1.514,001.00 2.094.974.80 
442304 lndustnal (94,384.23) (247,779.00) 640.546.00 525.578.00 2,020.026.00 2,843.986.77 
442604 Mine Power ( I  1,063.50) (29.044.00) 69.203.00 58.621.00 193,822.00 281.538.50 
444104 Street Lighting (1.042.88) (2,738.00) 5,758.00 4.648.00 14,643.00 21.268.12 
445104 Public Authority (24.901.70) (65,372.00) 159.201 .OO 130,197.00 517.436.00 718,560.30 
445304 Municipal Pumping (1,395.39) (3.663.00) 8.625.00 7.337.00 26.336.00 37.239.61 

- 5,321,000.00 (344.734.02) (905.000.00) 5.468,OOO.OO 4,774.000.00 6.437.812.02 20.751.078.00 

440104 Residenlial - 2,121.000.00 2.121,ooo.oo 
~ 1,181.000.00 

444104 Street Lighting 18,000.00 18,000.00 

445304 Municipal Pumping 22.000.00 22,000.00 
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